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Surface Mining Reclamation and Enforcement, Interior § 1202.555 

§ 1202.553 How do I value my produc-
tion if I take more than my entitled 
share? 

If you take more than your entitled 
share of production from a lease in an 
AFA for any month, you must deter-
mine the weighted-average value of all 
of the production that you take using 
the procedures in 30 CFR part 1206, and 
use that value for your entitled share 
of production. 

§ 1202.554 How do I value my produc-
tion that I do not take if I take less 
than my entitled share? 

If you take none or only part of your 
entitled production from a lease in an 
AFA for any month, use this section to 
value the production that you are enti-
tled to but do not take. 

(a) If you take a significant volume 
of production from your lease during 
the month, you must determine the 
weighted average value of the produc-
tion that you take using 30 CFR part 
1206, and use that value for the produc-
tion that you do not take. 

(b) If you do not take a significant 
volume of production from your lease 
during the month, you must use para-
graph (c) or (d) of this section, which-
ever applies. 

(c) In a month where you do not take 
production or take an insignificant vol-
ume, and if you would have used 
§ 1206.172(b) to value the production if 
you had taken it, you must determine 
the value of production not taken for 
that month under § 1206.172(b) as if you 
had taken it. 

(d) If you take none of your entitled 
share of production from a lease in an 
AFA, and if that production cannot be 
valued under § 1206.172(b), then you 
must determine the value of the pro-
duction that you do not take using the 
first of the following methods that ap-
plies: 

(1) The weighted average of the value 
of your production (under 30 CFR part 
1206) in that month from other leases 
in the same AFA. 

(2) The weighted average of the value 
of your production (under 30 CFR part 
1206) in that month from other leases 
in the same field or area. 

(3) The weighted average of the value 
of your production (under 30 CFR part 
1206) during the previous month for 

production from leases in the same 
AFA. 

(4) The weighted average of the value 
of your production (under 30 CFR part 
1206) during the previous month for 
production from other leases in the 
same field or area. 

(5) The latest major portion value 
that you received from ONRR cal-
culated under § 1206.174 for the same 
ONRR-designated area. 

(e) You may take less than your enti-
tled share of AFA production for any 
month, but pay royalties on the full 
volume of your entitled share under 
this section. If you do, you will owe no 
additional royalty for that lease for 
that month when you later take more 
than your entitled share to balance 
your account. The provisions of this 
paragraph (e) also apply when the 
other AFA participants pay you money 
to balance your account. 

§ 1202.555 What portion of the gas that 
I produce is subject to royalty? 

(a) All gas produced from or allo-
cated to your Indian lease is subject to 
royalty except the following: 

(1) Gas that is unavoidably lost. 
(2) Gas that is used on, or for the ben-

efit of, the lease. 
(3) Gas that is used off-lease for the 

benefit of the lease when the Bureau of 
Land Management (BLM) approves 
such off-lease use. 

(4) Gas used as plant fuel as provided 
in § 1206.179(e). 

(b) You may use royalty-free only 
that proportionate share of each lease’s 
production (actual or allocated) nec-
essary to operate the production facil-
ity when you use gas for one of the fol-
lowing purposes: 

(1) On, or for the benefit of, the lease 
at a production facility handling pro-
duction from more than one lease with 
BLM’s approval. 

(2) At a production facility handling 
unitized or communitized production. 

(c) If the terms of your lease are in-
consistent with this subpart, your 
lease terms will govern to the extent of 
that inconsistency. 
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